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11 March 1969

Mrx. Morris A. Engelman
Genezal Auditor

Bepkers Trust Company
16 Wall Street

New York, N.Y.

Dear Mr. Eagelman:

As explained to you in his telephome comversation
of 7 March, - Agency is considering the cxeation of
a voluntary savings and investment progzam for the benefit of its career
employees. Our planning has brought us te the point where we aeed expert
counsel amd we presume, therefore, to turn to Bankers Trust.

STAT

Temake certain that you have an adequate understanding of our
problems and goals, I will review the situation briefly.

, Ageacy employees participate in either the Civil Service ox the Central
Imelligence Agency Retirement System. Rach system provides reasoamable
setirement benefits related to age, service and salary, and, in addition, for

* automatie gest-of-living increases when warranted. Nevertheless, there axe
spmm‘wmmmmﬂomhmmywwhhﬁuunom
, that a sugplementsl savings and investment plan would be a valusbie addition to

_ For ome thing, Agency policy sets the mexmal retirement age at sixty.
This is more than five years younger thas the average voluatsry retirement
-age in Government sexvice and, other things being equal, the earned amuity
Btherefomlgmthutoxthcavenge%mutmw. In addition, a
substantial mimber of our employees sexve for extended periods in areas and
under conditions where they have neither the time, information, or facilities
to effsctively manage a personal investmaent program.

' Weiﬁendtoqmuyeurvolmiyuvhgsmmmmm
. the Internal Revenue Service as a tax exempt pension trust. It will be some-
. what unusual in that the Agency will make no direct comtributions thereto .
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Employee contributions will be by payroll allotment, subject to such
limitaticns as to percentage of eaxnings as the Internal Revenue Service
may prescribe.

The principal incentive for employee perticipation, beyond the tax
sheltex benefit and the convenience of payroll savings, clearly must be the
individusl ‘s conviction that the plan offers him & better way to invest his
long term savings to achieve maximum growth with reasonable sufety than
any other form of personal investment, Ia this connection, it car be assumed
that CIA employees collectively are fairly sophisticated in their economic
understanding, know the difference between saving for interest and investing
for dividends and appreciation; that they understand and are concerned with
the forces of inflation, and seek to hedge by making effective aquity invest-
ments .

If our analysis is correct, our pyeblem, first, is to detexmine the
Mmmmysrpmmommmummhemm
needs and objectives of our employees and, then, to select a specific invest-
ment medium or mediums that will attract the savings of our employees be-
cause they show the greatest promise of accomplishing their objectives .
Modify this, perhaps, by the Agency‘s desire that the program be carried
out with misimum work, worry, and expense.

It is here that we seek experienced counsel . We would appreciate
your views as to the investment philesophy(s) you would recommend for long
terin employes savings and aleo your comments and recommendations as to

the investment medium(s) most appropriste for the investment reansgement

of the trust fimds involved. Our prelimimary discussions within the Agency
bave centered on three principal possibilities:

a. an invesument portfolio managed by the trustees with
the advice of professional investment counsel;

b. & portfolio selected and managed by an independent

investment institution or professional investment counsel having
complete discretion over the portfolio;
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¢. investment in one ox more mutus] funds selected by
the trustees with the advice of professionsl investment counsel -
probably offered to employees with the right to select the fund
ox funds they wish to invest in,

Other alternatives or varistions will no doubt occur to you. In
ARy event, we sincerely hope you will give us the benefit of your thinking

0-2

e any aspects of our tentative undextaking. We leave the time of & meeting

entirely to your discretion. Ilook forwsxd to hearing from you soon.

Sincerely,
Ial Assistant to the
. Deputy Director for Support
v for Special Studies
SA-DD/S/SS/EDE:bak(10 Mar 69)
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